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The International Bank for Reconstruction and Devel- 
opment has, during the past week, made three loans. On 
October 10, a loan of $1,300,000 for the exploration and 
use of underground water resources of the Rio Elqui 
Valley in Chile was announced. The borrower is the 
Corporacién de Fomento de la Produccién (Fomento), 
an agency of the Chilean Government, and the loan, which 
is the third made by the Bank to Chile, is guaranteed by 
the Chilean Government. 

The purpose of the project, which the Bank’s loan will 
help to finance, is to explore the underground water 
resources of the Rio Elqui Valley, which is about 250 
miles north of Santiago, and, if sufficient water is found, 
to assist in using it for irrigation. 

The eventual results of the project cannot be de- 
termined until the first phase, which will determine the 
amount of water that might be obtained by pumping in 
the Valley, has been completed. However, in the opinion 
of all the geologists who have investigated the region, 
enough water will be found to cover the present deficiency 
in the requirements of the Rio Elqui Valley and to pro- 
vide water for the irrigation of up to 21,000 additional 
acres of adjacent land that could be brought under culti- 
vation. This would require the installation of more works 
than are included in the present project, which may be 
regarded as a pilot undertaking. 

The loan is for a term of ten years and carries an in- 
terest rate of 43 per cent per annum, including the usual 
1 per cent commission charge which, in accordance with 
the Bank’s Articles of Agreement, is allocated to its spe- 
cial reserve fund. Amortization payments, calculated to 
retire the loan by maturity, will start on April 1, 1955. 

On October 11, the Bank announced a loan of $10 
million to aid in the development of Southern Italy. 
The borrower is the Cassa per Opere Straordinarie di 
Pubblico Interesse nell’Italia Meridionale (Cassa per il 
Mezzogiorno), a government agency charged with the 
administration of the Ten-Year Plan for the Economic 
and Social Advancement of Southern Italy. Southern 
Italy is still inadequately developed, in contrast with the 
much more highly developed North, and has the highest 
level of unemployment in the country. The loan, the first 
made by the Bank to Italy, is guaranteed by the Italian 
Government. 

The dollars provided by the loan will make it possible 
for Italy to pay for the additional dollar imports neces- 
sitated by the greater economic activity and employment 
resulting from the Ten-Year Plan. The total expenditures 
for execution of the Plan are estimated at 1,000 billion 
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distributed under Italy’s land reform program. The rest 
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lire ($1,600 million) , which has been allocated by law to 
the Cassa in ten annual installments of 100 billion lire 
each. Nearly one half of total expenditures will be de- 
voted to reclamation and irrigation of land along the 
coast and in the river valleys, to reforestation of mountain 
areas, and to farm improvements. Over one quarter of 
the total will be used to finance the settlement of land 
































will finance construction of aqueducts, construction and 
rehabilitation of provincial roads, and to a limited extent 
the development of tourist facilities. 

The lira equivalent of the $10 million will be applied by 
the Cassa per il Mezzogiorno to the financing of industrial 
and other projects selected by the Cassa and approved 
by the Bank. In all these supplementary projects there 
will be substantial participation by private capital in 
addition to the funds lent by the Cassa. The projects will 
provide new employment opportunities and will be re- 
lated as far as possible to the agricultural program of 
the Cassa. In addition to utilizing agricultural products, 
they will increase the sale of such products by better 
grading, storage, and processing. The projects under 
consideration by the Cass include textile mills, fruit and 
vegetable storage and processing plants, tannic acid, 
superphosphate and fiber board plants, and a vegetable 
oil refinery, all located in Campania, Calabria, and Sicily. 

The Bank has expressed itself as having a continuing 
interest in the development of Southern Italy. The 
amount of the present loan has been estimated to meet 
the demand for dollars during the initial period of the 
Plan. If the evolution of the Italian economy and the 
progress of the Plan prove satisfactory, the Bank will 
consider further participation in the Plan. 

A Bank loan to Yugoslavia was also announced on 
October 11. The loan is to be entirely in European 
currencies, equivalent to $28 million, and is for a term 
of 25 years. It is anticipated that no dollars will be 
needed for the purposes of the loan. Yugoslavia’s ability 
to repay foreign debt is chiefly in other currencies, since 
less than a sixth of the country’s exports are sold for 
dollars. The Bank expects to disburse its loan in Bel- 
gian francs, British pounds sterling, Danish kroner, 
French francs, Italian lire, Netherlands guilders, and 
Swiss francs. The Bank’s loan is only a small part of 
total investment in the projects, which is equivalent to 
more than $200 million. The major part of the whole 
amount is being financed by Yugoslavia out of its own 
resources. 

Equipment imported under the Bank’s loan will not 
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only help to supply components critical to the individual 
undertakings chosen for financing, but will help to break 
bottlenecks and to remedy deficiencies in major sectors 
of the Yugoslav economy. The Bank’s loan will assist 
primarily in the completion of facilities which are already 
well advanced but which lack key items of equipment 
necessary for efficient operations. All of the projects 
are expected to be completed in 1953 and 1954, and there 
should be immediate returns in the form of increased 
production, higher living standards, and an improved 
foreign exchange position. 

The projects include: (1) extension of the country’s 
network for the distribution of electric power; (2) mod- 
ernization of equipment at seven coal mines; (3) modern- 
ization of equipment at the Bor copper mine, and com- 
pletion of a zinc electrolysis plant at the rich Trepca 
lead-zinc fields; (4) installation of machinery and equip- 
ment in 16 industrial plants producing cement, salt, 
soda-ash, glass and finished metal products; (5) comple- 
tion of plants for the manufacture of plywood, wallboard, 
pulp and kraft paper; (6) provision of farm machinery 
and of equipment for the processing of fisheries products; 
and (7) importation of equipment for railways and ports. 

By providing key items needed for the operation of 
productive facilities costing the equivalent of more than 
$200 million, the loan may improve Yugoslavia’s balance 
of payments by as much as $60 million a year. Increased 
export earnings, from larger shipments of such things 
as coal, nonferrous metals, cement, and wallboard would 
account for approximately two fifths of this amount; 
savings through reduction of imports would account for 
the rest. A larger supply of consumer goods should also 
be an incentive to greater production, especially on 
farms, and should help the country to re-establish itself 
as an important exporter of agricultural products. Other 
benefits may come from increased industrial efficiency, 
an easing of manpower strains, and lower costs in agri- 
cultural and industrial production. 

This is the Bank’s second loan to Yugoslavia. The 
first loan of $2,700,000, made in October 1949 to increase 
the country’s timber exports, has recently been repaid 
in full. 

Both the Italian and the Yugoslav loans are at 44% 
per cent interest, including 1 per cent commission which, 
under the Bank’s Articles of Agreement, is allocated to 
its special reserve. Repayment is to be made in semi- 
annual payments, the first to be made by Yugoslavia 
on April 15, 1955, and by Italy on November 1, 1956, 
and the last to be made in 1976. 

Sources: International Bank for Reconstruction and 


Development, Press Releases, Washington, D. C., 
October 10 and 11, 1951. 


Allocations of Nickel and Cobalt 


The governments of the countries represented on the 
Manganese-Nickel-Cobalt Committee of the International 
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Materials Conference have accepted the Committee’s 
recommendation for a plan of distribution of nickel and 
cobalt for the fourth quarter of 1951. For this period 
nickel production is expected to be 31,500 metric tons, 
while total stated requirements had been placed at 56,800 
tons. Production of cobalt is estimated at 2,075 metric 
tons, and total stated requirements at more than 4,000 
tons. 


Source: International Materials Conference, Press Re- 
lease, No. 48, Washington, D. C., October 10, 
1951. 


Wool Prices 

Wool prices, which had fallen more or less steadily 
from the peak in the middle of March 1951 to the middle 
of September, have since again risen sharply, the Aus- 
tralian quotations for Merino 64’s, which had fallen from 
over 300 pence to 103 pence in September, rising to 167 
pence in the first week of October, though there was a 
decline to 145 pence in the following week. Prices of 
lower count wools have moved in sympathy. These prices 
are still appreciably lower than those of a year ago. 
Japan has been a prominent bidder, with Western Europe 
and the United States adding to the competition. 
Source: The Economist, London, England, October 13, 

1951. 


Europe 


Rising Discount Rates in France 

On October 11, 1951 the Bank of France raised its 
discount rates (which had remained unchanged since 
June 1950). The discount rate, the rate for 30-day 
advances, and the purchase rate for government bond 
maturing within three months have been increased by 
1% per cent to 3 per cent, and the rate for advances on 
securities by 44 per cent to 4 per cent. This decision 
is intended to combat the inflationary trends which have 
recently become more powerful because of the new rise 
in wages and prices. 

The National Council of Credit has also urged that 
expansion of bank credit should be kept “within the 
limits compatible with safeguarding the currency.” 
Source: The Financial Times, London, England, Octo- 

ber 12, 1951. 


Debt Transfers Between France and Switzerland 

An agreement has been reached between France and 
Switzerland for the repayment and debt service of sev- 
eral French loans in Switzerland. One of these loans 
was issued in 1939 with interest at 334 per cent, and 
repayment was due some years ago. The French and 
Swiss authorities have now agreed upon the transfer of 
the amount still outstanding of 24 million Swiss francs. 
Two thirds of the amount will be paid through EPU and 
one third in free Swiss francs. 

Interest and regular redemptions on other French 
bonds owned by Swiss residents will be paid through 
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EPU; the transfer of the debt service on bonds which 

were registered by Swiss banks but are owned by non- 

residents will be made in free currency. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 8, 1951. 


Belgian EPU Relations 

Belgium again showed a surplus in September vis-a-vis 
the EPU. It amounted to approximately 70 million EPU 
units and brought the adjusted cumulative surplus to 
440 million units, i.e., 80 million units in excess of the 
Belgian quota. 

The Managing Board of the European Payments Union, 
after discussing the serious problem created by these 
persistent surpluses, recommended the following interim 
solution for their settlement. The recommendations re- 
quire the approval of the OEEC Council. (a) The sur- 
plus for September should be settled by granting a credit 
by Belgium for 50 per cent of the amount, the other 50 
per cent being covered by a gold payment from the EPU. 
(b) For surpluses that may arise during the last three 
months of this year, Belgium will receive gold up to a 
maximum of 80 million units. Any surplus beyond this 
limit will be covered by the granting of additional credit 
by Belgium. These recommendations have been made 
with due consideration both for the safeguarding of the 
dollar reserves of the Union and for the capacity of 
Belgium to extend additional credits. 

New measures have also been instituted by the Belgian 
Government (see this News Survey, Vol. IV, p. 90) in 
order to reduce its surplus with the EPU area. According 
to Instruction No. 1 of the Belgian-Luxembourg Institute 
of Foreign Exchange dated October 9, Belgian banks may 
not in future buy from residents foreign exchange denom- 
inated in the currencies of other EPU countries without 
special authorization from the Institute. Authorization 
is also required for making payments by debiting ac- 
counts kept in Belgium by nationals of EPU countries. 
Applications for authorizations may be made at the 
Institute only by authorized banks and should be accom- 
panied by such documents as would permit the Institute 
to verify the transaction. In case the payments or the 
purchases of foreign exchange, as described above, are 
related to export or transit operations, the applications 
should be accompanied by documents proving the opera- 
tion. A few minor exceptions are permitted. 

Instruction No. 2, dated October 9, provides that 
beginning October 10 all payments due by Belgian resi- 
dents to residents of other EPU members must be made 
by crediting in Belgian or Luxembourg francs an account 
of a bank established in an EPU member country or by 
a transfer in the currency of such a country. New foreign 
accounts may not be opened without authorization from 
the Institute of Exchange Control. The authorized banks 
should report to the Institute by October 15, 1951 the 
balances of the accounts kept in the name of banks of 
EPU countries. 
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Instruction No. 3 stipulates that the provisions of 
Instruction No. 1 do not apply to the liquidation of 
documentary credits confirmed before October 8, 1951 
or to acceptance credits opened by the Belgian author- 
ized banks before October 8. 


General License No. 111 provides that residents of 
Belgium are not required any longer to surrender to 
authorized banks the proceeds of exports from Belgium- 
Luxembourg denominated in the currencies of EPU 
members (excluding Switzerland). They are permitted to 
sell such proceeds to other residents and to use them 
for settlement of their debts abroad. 

Sources: The Financial Times, London, England, October 
8, 1951; Agence Economique et Financiere, 
Paris, France, October 12, 1951; Institut Belgo- 
Luxembourgeois du Change, Brussels, Belgium, 
October 9, 1951. 


Improved Outlook for the Netherlands 


The Netherlands trade deficit decreased from 332 mil- 
lion guilders (US$87 million) in July to 206 million 
guilders ($54 million) in August, mainly as a result of 
lower imports. During September exports also increased, 
and the trade deficit fell to 22 million guilders ($5.8 
million). The high EPU deficits of earlier months were 
thus replaced by surpluses of $25.8 million and $50 
million in August and September. A substantial decrease 
of textile imports from Belgium cut the August bilateral 
payments deficit of the Netherlands with Belgium by 
about one half. 


Another favorable symptom is that in August for the 
first time this year savings deposited in savings banks 
increased slightly. The new budget for 1952 with its 
estimated deficit on current and capital accounts of 267 
million guilders ($470 million), which is one third of 
the budget deficit in the current year, has also created a 
good impression. 


The seasonal upswing of exports may be expected to 
improve further the balance of trade for the second half 
of the year. The Government’s policy of cutting invest- 
ment by 25 per cent and consumption by 5 per cent and 
the increased rates of interest are expected to reduce 
imports. The general percentage of trade liberalization 
with other EPU countries has been reduced from 65 to 
60 per cent. An agreement has also been concluded for 
reduction of the trade deficit with Belgium-Luxembourg 
by at least 52.9 million guilders ($14 million) during the 
last four months of 1951 in comparison with the deficit 
in January-April 1951. 

The Government intends further to reduce the number 
of new dwellings to be built in 1952 to 40,000 units, 
which is 10,000 less than the current rate of construction. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 

October 7, 1951; The Financial Times, London, 
England, October 10, 1951. 
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Finland’s Public Finance 

Finland’s public revenues (excluding proceeds of loans) 
in the first half of 1951 totaled 74,161 million markkas, 
and expenditures (excluding amortization payments) 
74,501 million, thus leaving a deficit of 340 million 
markkas. Taking into account, however, both the pro- 
ceeds of new government loans and amortization pay- 
ments, there was a cash surplus of some 3,100 million 
markkas. 

Revenue from customs duties on imports are reported 
at 10,236 million markkas for the first eight months of 
1951, compared with 8,970 million for the same period 
of 1950. 

Sources: Hufvudstadsbladet, Helsinki, Finland, Septem- 
ber 6 and 18, 1951. 


Greek Merchant Fleet 

The tonnage of the Greek Merchant Fleet under the 
Greek flag was reported at 1,229,000 tons at the end of 
September 1951, a decrease of 73,000 tons during the 
last twenty-one months. However, the tonnage of Greek- 
owned ships sailing under a foreign flag recently increased 
substantially. The total tonnage of Greek merchant 
ships (including those under a foreign flag, whether 
manned with Greek crews or not) is now estimated at 
6,500,000 tons, exceeded only by the merchant fleets of 
the United States and the United Kingdom. 


Source: To Vima, Athens, Greece, October 9, 1951. 


Austrian Rent Increases 

The Austrian Parliament recently adopted a new rent 
control law by which, as of November 1, 1951, the rent 
of rent-controlled apartments will be fixed at one schilling 
for each prewar crown (or 1914 Krone). This will be 
the first rent increase under the Austrian rent control 
legislation in 22 years. 

The rent for a one-and-a-half room apartment (con- 
sisting of a room and kitchen) will accordingly be in- 
creased from 3.55 schillings to 9.78 schillings, and for a 
two-and-a-half room apartment (consisting of one large 
room, one smaller room, and a kitchen) from 5.32 
schillings to 14.68 schillings a month. The law requires 
landlords to meet from the proceeds of their rentals 
expenditures for maintenance and administration of the 
premises, necessary improvements, and the payment of 
property taxes. 

The Austrian Parliament has also adopted a Rent 
Subsidy Law, which provides for rent subsidies up to 
30 schillings per month for all wage earners, social 
security annuitants, home workers, and unemployed per- 
sons. In principle, rent subsidies are to be paid by the 
employer; in the case of social security annuitants, how- 
ever, 30 per cent of the excess cost will be met by the 
Federal Government. 


Source: Austrian Consulate General, Austrian Informa- 


tion, New York, N. Y., October 6, 1951. 
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Middle East 


Egypt's 1951-52 Budget 

Parliament has approved the 1951-52 budget estimates 
providing for expenditures of LE231,425,600, and reve- 
nue of LE215,182,600. The deficit of LE16,243,000 is to 
be taken from the Reserve Fund. The proposed increase 
of the commercial and industrial profit tax from 14 to 
16 per cent, a new tax rate of 10 per cent on professional 
incomes, and the doubling of the death duties are the 
main features of the government budgetary policy for 
the new year. 


Sources: Al Ahram, September 25, 1951, and The Egyp- 
tian Gazette (Weekly Air Mail Edition), 
October 1, 1951, Cairo, Egypt. 


Cotton and Wheat in Egypt 


The Egyptian Government has fixed the wheat acreage 
in the 1951-52 agricultural year at 40 per cent of each 
holding. The Government decided also to limit the 
cultivation of long staple varieties of cotton to the northern 
part of the Delta. In order, however, to encourage 
farmers to grow more wheat, the Government will pay 
an extra LEO.8 per ardeb for wheat sold to the Govern- 
ment over and above the quantity fixed by law. The 
area grown with cotton this year amounted to 1,978,849 
feddans, against 1,974,550 feddans in 1950. The high- 
est recorded acreage was 2,840,420 feddans in 1930. 
Source: The Egyptian Gazette (Weekly Air Mail Edition) , 

Cairo, Egypt, October 1, 1951. 


Israel’s Foreign Exchange Earnings 

The export of citrus products from Israel in the 
1951-52 season is expected to be 30 per cent higher than 
in the previous season. Foreign exchange earnings by 
the tourist industry have also increased, with more 


foreign visitors in the first seven months of 1951 than 
in the whole of 1950. 


Source: Israel Economic Horizons, New York, N. Y., 
September 1951. 


Agricultural Production in Syria 


Owing to bad weather conditions agricultural crops 
in Syria are reported to be far less than was expected. 
The wheat crop is scarcely 450,000 tons, compared with 
900,000 tons in 1950. To remedy this situation the 
Syrian Government is conducting negotiations with 
Turkey and Iraq for imports of wheat. The rice crop, 
previously estimated at 15,000 tons, will not exceed 
3,000-4,000 tons. The cotton crop, originally put at 
100,000 tons, is recently estimated at 60,000 tons. It 
is reported that France wishes to buy 25,000-30,000 tons 
of the new cotton crop. 

Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 29, 1951. 
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Agricultural Production in Lebanon 
Both grain and vegetable crops in Lebanon are esti- 
mated to be about the same as last year. Production of 
oranges is reported to be 90 per cent above last year, 
and lemons 50 per cent. The Regie tobacco planting 
has increased 25 per cent. A good cotton crop is ex- 
pected. During the second quarter of this year, the 
Lebanese Government subsidized silk production by 
LL40,000 for the purchase of French silkworm seeds for 
distribution to silk growers. During the same quarter, 
more than 10,000 tons of citrus fruits, valued at 
LL2,087,609, were exported. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 10, 1951. 


New Oil Plant in Lebanon 


The California-Texas Oil Company (Caltex) has an- 
nounced plans for the construction of a $5.8 million 
diesel and fuel oil manufacturing plant outside Sidon, 
near the western terminus of the Trans-Arabian pipeline. 
The plant, scheduled for completion within two years, 
will be built and operated under an agreement with the 
Lebanese Government. It is expected to produce some 
13,000 barrels of diesel and fuel oil per day for local 


consumption in Lebanon and for use as fuel by Caltex 
tank ships. 


Source: The Iraq Times, Baghdad, Iraq, August 30, 
1951. 


Oil Industry in Iraq 

According to a statement by the Prime Minister, Iraq 
does not intend to nationalize the oil industry. He stated 
that Iraq would benefit more from its oil resources 
through the recent agreement concluded with the Iraq 
Petroleum Company (see this News Survey, Vol. IV, 
pp. 54 and 61) than by nationalizing the industry. The 
company has agreed to build a refinery in northern Iraq 
to produce bitumen, and another in Basra, with a capacity 
of 100,000 tons, to supply southern Iraq, which hitherto 
has received its requirements from the Abadan refinery 
in Iran. 
Source: The Journal of Commerce, New York, N. Y., 

October 10, 1951. 


lranian-Dutch Trading Company 
An Iranian-Dutch Trading Company has been estab- 
lished with headquarters in Teheran and Rotterdam. 
The aim of the Company is to increase trade between 
the two countries, Iran supplying cotton, grain, and rice 
in exchange for machinery, ships, railway materials, and 
pharmaceutical products. The Dutch will also help Iran 
in hydraulic engineering and harbor development. 
Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., September 1951. 
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Cotton Goods Imports into Pakistan 


In accordance with the Indo-Pakistan trade agreement, 
the Indian Government allocated for export to Pakistan 
28 million yards of coarse and medium cloth and 7 mil- 
lion yards of fine varieties of cotton piece goods. The 
original time limit of delivery was July 7, but it has 
been found necessary to extend the time limit indefinitely. 
Source: The Sind Observer, Karachi, Pakistan, Septem- 

ber 4, 1951. 


Release of Sterling Balances to Pakistan 


An agreement for the release of sterling balances 
signed last July between Pakistan and the United King- 
dom provides for the release of £54 million of blocked 
sterling over the next six years. Of this amount only 
£24 million can be spent without further agreement. 
Source: The Financial Times, London, England, October 

5, 1951. 


Far East 


Indo-Pakistan Trade 


Pakistan’s jute exports to India up to July 15, 1951 
were 62 per cent of the amount scheduled for March- 
June 1951 under the Indo-Pakistan trade agreement, 
while India had exported to Pakistan 72.4 per cent of 
the agreed quantity of coal. During this period Pakistan 
supplied India with 622,352 bales of jute, 387 bales of 
raw cotton, 62,195 tons of rice, and 275,999 tons of 
wheat. India’s exports to Pakistan were 434,000 tons 
of coal, 6,304 tons of hard coke, 1,977 tons of pig iron, 
and 2,551 bales of jute manufacture. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, August 17, 1951. 


Ceylon’s New Tea Export Duties 


Ceylon’s new sliding-scale export duties on tea became 
effective October 1, 1951, replacing the former flat rate 
of 60 Ceylon cents per pound. The rates per pound for 
various estimated f.o.b. values are as follows: 


Price Per Pound Export Duty 

(Ceylon rupees) (Ceylon cents) 
Below 2.20 35 
2.20-2.70 35 + 40% of excess over Rs 220 
2.70-3.20 55+50% “ * “ Rs 2.70 
3.20-3.70 80+60% “ “ “ Rs 3.20 
Over 3.70 Rs110+70%“% “ “ Rs 3.70 


The duties are in addition to that of Rs 2.25 per 100 
pounds levied under various ordinances. The esti- 
mated f.o.b. value used in assessing taxes is the average 
price in the Colombo market during the last week but 
one immediately preceding, plus the export duty during 


130 


that week, plus 6 Ceylon cents. The estimated f.o.b. 

value for the first week of October was Rs 2.19 per pound. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, October 
5, 1951. 


Thailand's Gold Import Control 
A Royal Decree prohibiting the import of gold into 
Thailand without the permission of the Ministry of 
Finance came into force on July 27, 1951. Any person 
to whom permission to import gold is granted is re- 
quired to sell such gold to the Bank of Thailand within 
seven days from the date of taking delivery of the gold 
from the Customs Department. Imports of gold were 
previously permitted, but importers were required to 
sell such. gold to, the Bank of Thailand at the official 
price within seven days from the date of importation, 
unless exemption had been granted by the Ministry of 
Finance. 
Source: Royal Decree Controlling the Importation of 
Certain Merchandise into the Kingdom, No. 5, 
1951, Bangkok, Thailand. 


Foreign Investments in Indonesia 


According to Indonesia’s Economic Affairs Minister, 
foreign capital investments in Indonesia now total 5 
billion rupiah. Four fifths of this amount is Dutch, the 
remainder being mainly American, British, and Chinese. 
Source: Information Office of the Republic of Indo- 

nesia, Report on Indonesia, New York, N. Y., 
September 30, 1951. 


Indonesia-Singapore Economic Agreement 

Indonesia and Singapore concluded an economic agree- 
ment on September 19, 1951 which provides that In- 
donesia will receive Straits dollars for goods sold at 


Singapore to the U.S. dollar area. It has also been 

decided to institute more effective control on trade be- 

tween the two countries, under the framework of a barter 

booking system. 

Source: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N. Y., Sep- 
tember 30, 1951. 


Philippine Sugar Situation 

Recent U.S. legislation provides for the maintenance 
until 1956 of the Philippine quota of 850,000 long tons 
of sugar that may be exported to the United States. The 
quota was originally set under the U.S. Sugar Act of 
1948 which expires on December 31 of this year. 

As a result of wartime destruction the Philippine sugar 
industry has failed to meet its quota since the end of 
World War II. A preliminary estimate of production in 
the 1951-52 crop year is 1.2 million short tons, the 


INTERNATIONAL FinanctaL News Survey, October 19, 1951 


highest since the war, and more than the prewar 1935-39 
average of 1.1 million tons. 


Source: The Philippine Association, Philippine News- 
letter, Manila, Philippines, October 1, 1951. 


Taiwan Government Budget 

In order to balance its budget for the current year, the 
National Government in Taiwan has promulgated a 
series of austerity measures curtailing the current ex- 
penses of all government offices, effective from September 
1, 1951. It is hoped that the budget deficit of the Na- 
tional Government, estimated to be about NTY 40 mil- 
lion each month, will thereby be reduced by 50 per cent, 
and that the other 50 per cent will be met by increased 
revenues. The austerity measures will not greatly affect 
the basic pay scales of government employees, but are 
intended principally to reduce the operating expenses 
of government offices and public enterprises. 


Source: Bank of China, Monthly Economic Review, 
Taipeh, Taiwan, September 1951. 
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Contents 

Contribution of the September 1949 

Devaluations to the Solution of 

Europe’s Dollar Problem............ J. J. Polak 
The Role of the Banking System in the 

Chilean Inflation David L. Grove 
Investment Service of Underdeveloped 

Countries 
The Balance of Payments: A Tool of 

Economic Analysis Donald G. Badger 

Volume II will consist of 3 numbers, to be issued 
in 1951-52. Subscription, US$3.50; single issue 
US$1.50. 


BALANCE OF PAYMENTS YEARBOOK 
Volume III, 1949-1950 

This third Balance of Payments Yearbook includes 
1949 statements for 59 countries and preliminary 
1950 statements for some 40 countries. It also in- 
cludes a regional classification of the balance of 
payments for Europe, Latin America, and about 
30 individual countries. 

This volume, like the two preceding volumes 
published in 1949 and 1950, presents the data in 
both a standard form, which is much the same for 
all countries, and a financing form, which takes 
account of the varying characteristics of the dif- 
ferent national economies and shows how the bal- 
ance of payments surplus or deficit has been 
financed. Extensive explanatory notes accompany 
the tables for all countries. 

436 pages. Library buckram bound volume, 
US$5.00; paper bound volume, US$4.00. 
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Japanese Cotton Cloth Exports 


Japan’s cotton cloth exports during January-June 1951 
amounted to 603 million linear yards, a 20 per cent in- 
crease over the first half of 1950. The total proceeds, 
reported at $173 million, were equivalent to nearly half 
of the earnings from all textile goods exports during the 
first half of 1951. 

The outlook for carrying out the scheduled export of 
1,200 million linear yards of cotton cloth for this year 
is not very bright. Export orders have been declining 
every month since February and the number of cancelled 
orders has been steadily increasing, a practice which was 
practically unknown before the war. Of the export 
orders of the first half year of 1951, 132 million linear 
yards, or about 17 per cent of the amount originally 
ordered, was subsequently cancelled. 

Source: Bank of Toyko, Weekly Review of Economic 
Affairs in Japan, Toyko, Japan, August 11, 1951. 


United States and Canada 


Mutual Security Act of 1951 


The U.S. Congress has passed and the President has 
signed the Mutual Security Act of 1951, authorizing the 
appropriation of $7,483 million for foreign aid during 
the fiscal year 1952. Of the total, $5,998 million is for 
military aid, and $1,485 million for economic aid, in- 
cluding Point Four assistance to underdeveloped areas. 
The NATO countries of Europe will be the largest recip- 
ients, accounting for $6,050 million or over 80 per cent 
of the authorized aid. Smaller amounts were authorized 
for the Pacific area ($773 million), Africa and the Near 
East ($556 million), and Latin America ($59 million). 
In order to assure some flexibility in the use of aid, 
the Act provides that up to 10 per cent of the funds may 
be transferred between military aid and economic assist- 
ance, when such action is determined necesary by the 
President. 

The Act provides for sweeping changes in the admin- 
istration of foreign aid. The Economic Cooperation 
Administration is abolished and a new office of Director 
for Mutual Security created. The Director, subject to 
the direction of the President, will administer the eco- 
nomic aid program and, in consultation with the Sec- 
retaries of State and Defense, will coordinate all aid 
programs under the Act. 

Source: 82nd Congress, First Session, Senate Document 
73, Mutual Security Act of 1951, Washington, 
D. C., September 27, 1951. 


U. S. Business Inventories 


Total business inventories in the United States declined 
in August 1951 for the first time since July 1950. The 
seasonally-adjusted book value of inventories was $70.6 
billion at the end of August, or $0.2 billion below July. 
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Since the change reflected lower costs, aggregate inven- 
tories rose slightly in real terms during the month. The 
increase of $650 million in manufacturers’ inventories 
was more than offset by declines in retail and wholesale 
stocks of $550 million and $300 million, respectively. 
The decline in retailers’ inventories was about equally 
divided between durable and non-durable goods. 


Source: Department of Commerce, Press Release, Wash- 
ington, D. C., October 11, 1951. 


U. S. Trade in August 


The value of both U.S. exports and imports rose in 
August, thus reversing the decline of the previous several 
months. The increase of exports, from $1,190 million 
in July to $1,264 million in August, was considerably 
greater than that of imports, from $893 million to $899 
million. 

The rise in total exports was mainly attributed to 
larger shipments of coal, grains, and tobacco. The im- 
port rise was largely accounted for by the increase in 
U.S. purchases of chemicals, which rose from $22 million 
to $47 million, and larger purchases of copper and 
manganese ore. These increases, however, were largely 
offset by smaller imports of oil, crude rubber, and 
diamonds. 

Source: The Wall Street Journal, New York, N. Y., 
October 16, 1951. 


Canadian Security Transactions 


Total transactions in outstanding securities between 
Canada and other countries continued to decline in July 
and produced a sales balance of only Can$1.1 million. 
Sales of Canadian industrial securities to countries other 
than the United States and the United Kingdom were, 
as in previous months of the year, particularly high. 
Source: Dominion Bureau of Statistics, Sales and Pur- 

chases of Outstanding Securities between Canada 
and Other Countries, Ottawa, Canada, July 
1951. 


Latin America 


Budgetary Deficit in Venezuela 


Venezuela had an estimated deficit of 170 million boli- 
vares ($51 million) for July-September, the first quarter 
of the 1951-52 fiscal year. Expenditures totaled 642 
million bolivares ($192 million), whereas revenues were 
472 million bolivares ($141 million). This compares 
with a deficit of 124 million bolivares ($37 million) in 
the same quarter of the 1950-51 fiscal year, when ex- 
penditures were 518 million bolivares ($155 million) 
and revenues were 394 million bolivares ($118 million). 
The Treasury balance fell from 315 million bolivares 





132 


($94 million) at the beginning of the current fiscal year 

to 145 million bolivares ($43 million) at the end of 

September. 

Source: El Universal, Caracas, Venezuela, October 6, 
1951. 


Ecuador’s Development Bank Finances 


The annual report of the National Development Bank of 
Ecuador, covering the period July 1, 1950—June 30, 
1951, reviews the functioning and financial transactions 
of the Development Bank System which operates under 
the Development Institute, an agency of the Ecuadoran 
Government in charge of coordinating plans for economic 
development. The development banks operate with funds 
loaned by the Central Bank and with capital obtained 
from the exchange surcharges imposed on certain cate- 
gories of imports by the Exchange Control Law. The 
capital and reserves of the 16 provincial branches of the 
System totaled 220 million sucres as of June 30, 1951. 

Credits extended during the year amounted to 238 
million sucres, compared with 278 million sucres during 
July 1949-June 1950. The number of credit trans- 
actions exceeded 31,000 in each year. The reduction in 
1950-51 was due to the tighter rediscount policy of the 
Central Bank adopted as part of an anti-inflationary plan, 
and to a lower yield of receipts from the exchange sur- 
charge. Of the total credits extended, slightly over 60 
per cent were for farming purposes, and the remainder 
for cattle raising, industrial, and commercial purposes. 
Source: El Comercio, Quito, Ecuador, September 16, 

1951. 


Argentina-Bolivia Financial Agreement 


On August 16, 1951, the Goverments of Argentina and 
Bolivia renewed the pledge of the two Governments to 
collaborate in the development of trade and communi- 
cations between their countries contained in the Con- 
vention on Economic, Financial and Cultural Cooperation 
of March 1947. 

The Argentine Government promises to make three 
major investments in Bolivia: (a) In the five-year period 
1952-56, the Argentine Trade Promotion Institute (a 
government agency), is to contribute 100 million pesos 
for the financing of the Argentina-Bolivia Association for 
Economic Development, which was established by the 
1947 agreement; the Bolivian Government will contribute 
$1 million or the equivalent in Bolivian currency. (b) 
The Argentine Government is to provide up to 40 mil- 
lion pesos per annum for a period of up to 15 years, 
beginning in 1952. These sums will be used for public 
works in Bolivia to intensify production of commodities 
intended for Argentina and to improve communication 
facilities between the two countries. (c) Argentina will 


October 19, 1951 INTERNATIONAL FinanciaL News Survey, 


also make available 10 million pesos per annum for five 
years from 1952 to complete sanitary works in Bolivia. 
In general, the funds contributed by Argentina are to be 
used for the purchase of materials in Argentina, while 
Bolivian contributions are to be used to finance purchases 
in Bolivia or third countries. 

Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., October 8, 1951. 


Other Countries 


Australian Meat Sales to the United Kingdom 


A long-term agreement to promote increased produc- 
tion of meat in Australia for the British market has been 
signed by the two Governments. The agreement is to 
run for fifteen years from 1952. It provides for mini- 
mum prices, equal to those paid in 1950-51; actual prices 
will be related to costs and other considerations. In 
return the Australian Government will do all that is 
possible to expand production. Plans for this purpose 
have already been drawn up. Higher prices have been 
negotiated under the existing U.K.-Australian meat con- 
tract. The price of beef has been raised by an average 
of 23 per cent and of mutton and lamb by about 15 per 
cent. 


Sources: The Times, October 12 and 13, 1951, and The 
Economist, October 13, 1951, London, England. 


Australian Gold Policy 


The Australian Treasurer, Sir Arthur Fadden, has 
stated that Australia had in the past pressed strongly 
for a higher world price for gold and would continue to 
do so. The new arrangements to be decided in the light 
of the International Monetary Fund’s recent statement 
on gold sales will be announced later. 


Source: The Economist, London, England, October 13, 
1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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